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INDEPENDENT AUDITORS’ REPORT

Steven Weiner, M.D., Chairman
New Mexico Medical Board

and
Honorable Hector H. Balderas
New Mexico State Auditor
Santa Fe, New Mexico

We have audited the accompanying financial statements of the governmental activities, the
major fund and the budgetary comparison statement of the New Mexico Medical Board (Board),
as of and for the year ended June 30, 2011 which collectively comprise the Board's basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of the Board’'s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Board’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

As discussed in Note 2, the financial statements of the Board are intended to present the
financial position, and the changes in financial position of only that portion of the governmental
activities, each major fund, and the budgetary comparison for the General Fund that are
attributable to the transactions of the Board. They do not purport to, and do not, present fairly
the financial position of the State of New Mexico as of June 30, 2011, and the changes in its
financial position and its cash flows, where applicable, for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
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In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the Board
as of June 30, 2011, and the respective changes in financial position thereof and the budgetary
comparison for the General Fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 9, 2011 on our consideration of the Board’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis on pages vii through ix is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the Management’s Discussion and Analysis. However, we
did not audit the information and express no opinion on it.

Vi, W lo, CPAs P.C.

Macias, Gutierrez & Co., CPAs, P.C.
Espanola, New Mexico
November 9, 2011

Vi



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Management’s Discussion and Analysis
(required supplementary information)
June 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements consist of the following: government-wide financial statements,
governmental funds statements, and reconciliations of the above mentioned statements.

Basic Financial Statements (Statement of Net Assets and Statement of Activities)

Basic financial statements report information about the New Mexico Medical Board (Board)
as a whole using accounting methods similar to those used by private-sector companies.
The statement of net assets includes all of the government assets and liabilities. All of the
current year’s revenues and expenses are accounted for in the statement of activities
regardless of when cash is received or paid.

The basic financial statements report the Board’s net assets and how they have changed.

Fund Financial Statements (Balance Sheet and Statement of Revenues, Expenditures
and Changes in Fund Balance)

The fund financial statements provide more detailed information about the Board’s significant
funds. Funds are accounting devices that the Board uses to keep track of specific sources of
funding and spending for particular purposes. The Board operates principally on its own self-
generated revenues (license and registration fees, penalties, and miscellaneous revenue)
and a budget, which is approved by the State Legislature each year.

Analysis of Financial Position — Statement of Net Assets

FY 2011 FY 2010 Change
Assets
Current assets $ 1,522,297 $ 1,065,355 $ 456,942
Capital assets, net - - -
Total assets 1,522,297 1,065,355 456,942
Liabilities
Current liabilities 117,082 148,679 (31,597)
Long-term liabilities 14,825 862 13,963
Total liabilities 131,907 149,541 (17,634)
Net assets
Invested in capital assets - - -
Restricted 1,390,390 915,814 474,576
Total net assets $ 1,390,390 $ 915,814 $ 474,576

Vi



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Management’s Discussion and Analysis
(required supplementary information)
June 30, 2011

Results of Operations — Statement of Activities

FY 2011 FY 2010 Change
Revenues $ 1,862,723 $ 1,684,733 $ 177,990
Expenses
Personal services/employee benefits 879,415 929,752 (50,337)
Contractual services 254,559 247,526 7,033
Other 254,447 278,985 (24,538)
Other financial uses - 1,000,000 (1,000,000)
Depreciation - - -
Total expenses 1,388,421 2,456,263 (1,067,842)
Change in net assets 474,302 (771,530) 1,245,832
Net assets, beginning, as restated 916,088 1,687,344 (771,256)
Net assets, ending $ 1,390,390 $ 915,814 $ 474,576

In compliance with state law, the Board adopts an annual appropriated budget and the
Board'’s original, final and expended budget is shown in the budgetary statement.

Analysis of Board’s Overall Financial Position and Result of Operations

The changes in the Board’'s Financial Position (Statement of Net Assets) and Operations
(Statement of Activities) from the prior year is mainly due to: 1) higher licensing and
registration (renewal) and impairment practitioners fees, brought in $177,990 more than
FY10; and 2) $67,842 less expenditures in FY2011 compared to FY2010. Capital assets
have a value of $-0- with fully depreciation dispositions in FY2010. Total assets increased
by approximately 57.1% from $1,065,355 to $1,522,297.

Total net assets increased by approximately 48.2% from $915,814 to $1,390,390. The
increase in net assets ($474,576) shown in the Statement of Activities indicates that the
Board is better-off than it was a year ago.

General Fund Budgetary Highlights

The State Legislature makes annual appropriations to the Board. Amendments to the
budget require approval by the Budget Division of the Department of Finance and
Administration (DFA). Over the course of the year there were no amendments made to the
budget. Actual expenditures were $323,037 below final budget amounts which was a result
of unspent budget in all categories.

viii



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Management’s Discussion and Analysis
(required supplementary information)
June 30, 2011

Capital Assets
The Board's investment in capital assets is $-0- (net of accumulated depreciation).
Long-term Debt

The Board has compensated absences totaling $48,825 at June 30, 2011, of which $34,000
(estimated) is considered current and $14,825 (estimated) is considered long-term.

Description of currently known facts, decisions or conditions that are expected to
have a significant effect on financial position.

The Naprapathy Board and its cash ($46,803) was transferred through HB 107, Ch 31, S15
in July, 2011, however, it is not expected to have a significant effect on the Board’s financial
position.

Request for Information

This financial report is designed to provide a general overview of the New Mexico
Medical Board finances for all those interested in the Board’s finances. If you have any
guestions about this report or need additional information please contact:

New Mexico Medical Board
2055 S. Pacheco St. Bldg. 400
Santa Fe, NM 87505
(505) 476-7220



STATE OF NEW MEXICO Exhibit A
NEW MEXICO MEDICAL BOARD
Statement of Net Assets
June 30, 2011
Governmental
Activities
Assets
Current assets:
Interest in State General Fund Investment Pool (hote 3) $ 1,510,285
Employee receivables 254
Prepaid expenses 11,758
Total current assets 1,522,297
Noncurrent assets:
Capital assets, net of depreciation (note 4) -
Total assets 1,522,297
Liabilities
Current liabilities:
Accounts payable 39,975
Accrued payroll 24,095
Payroll taxes payable 3,851
Payroll benefits payable 4,797
Other payroll liabilities 685
Due to other state agencies (hote 6) 9,679
Compensated absences payable (note 5) 34,000
Total current liabilities 117,082
Long-term liabilities:
Compensated absences payable (note 5) 14,825
Total liabilities 131,907
Net Assets
Invested in capital assets -
Restricted for Medical Board fund expenses 1,390,390
Total net assets $ 1,390,390

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Statement of Activities
Year Ended June 30, 2011

Exhibit B

Expenses:
General government:
Current:
Personal services and employee benefits
Contractual services
Other
Depreciation expense

Total expenses

Program revenues:
Charges for services

Net program expense
General revenues:
Miscellaneous
Penalties
Total general revenues

Change in net assets

Net assets, beginning, as orginally reported
Prior period adjustment (note 9)

Net assets, beginning, as restated

Net assets, ending

The accompanying notes are an integral part of the financial statements.

2

Governmental
Activities

$ 879,415
254,559
254,447

1,388,421

1,770,745

382,324

57,428
34,550

91,978

474,302

915,814
274

916,088

$ 1,390,390




STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Balance Sheet - Governmental Funds

June 30, 2011

Exhibit C

Assets

Interest in State General Fund Investment Pool (note 3)

Employee receivables
Prepaid expenses

Total assets

Liabilities and Fund Balance

Liabilities:
Accounts payable
Accrued payroll
Payroll taxes payable
Payroll benefits payable
Other payroll liabilities
Due to other state agencies (note 6)

Total liabilities
Fund Balances:
Fund balances (note 7):
Nonspendable:
Prepaid expenses
Restricted for Medical Board fund expenses

Total fund balance

Total liabilities and fund balance

The accompanying notes are an integral part of the financial statements.

General
Fund

$ 1,510,285
254
11,758

$ 1,522,297

$ 39,975
24,095

3,851

4,797

685

9,679

83,082

11,758
1,427,457

1,439,215

$ 1,522,297




STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets
June 30, 2011

Total fund balance-Governmental funds

Amounts reported for governmental activities in the
Statement of Net Assets are different because:

Capital assets used in governmental activities are not
current financial resources and, therefore, are not

reported in the Governmental Funds Balance Sheet.

These assets consist of:

Machinery and equipment $ 13,850
Furniture and fixtures 36,349
Data processing equipment 135,794
Accumulated depreciation (185,993)

Some liabilities are not due and payable in the current
period and, therefore, are not reported in the Governmental
Funds Balance Sheet.

These liabilities consist of:
Compensated absences

Net assets of governmental activities

The accompanying notes are an integral part of the financial statements.

$ 1,439,215
(48,825)
$ 1,390,390




STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Statement of Revenues, Expenditures and Changes in

Fund Balances - Governmental Funds
Year Ended June 30, 2011

Exhibit D

Revenues:
Licenses and fees
Registration fees
Other fees
Other penalties
Other

Total revenues
Expenditures:
General government:
Current:
Personal services and employee benefits
Contractual services
Other
Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Fund balance, beginning, as originally reported
Prior period adjustment (note 9)

Fund balance, beginning, as restated

Fund balance, ending

The accompanying notes are an integral part of the financial statements.

5

General
Fund

$ 216,420
1,193,875
360,450
34,550

57,428

1,862,723

873,451
254,559
254,448

1,382,458

480,265

958,676
274

958,950

$ 1,439,215




STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds

to the Government-Wide Statement of Activities

Year Ended June 30, 2011

Net change in fund balance-Governmental Funds $ 480,265

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays are reported as expenditures in
governmental funds. However, in the Statement of
Activities, the cost of capital assets is allocated over
their estimated useful lives as depreciation expense.

In the current period, these amounts are:
Depreciation expense -
Capital outlay -

Some items reported in the Statement of Activities

are not sources or uses of current financial resources

and, therefore, are not reported as revenue or expenditures
in governmental funds. These activities consist of:

Increase in compensated absences (5,963)

Change in net assets of governmental activities $ 474,302

The accompanying notes are an integral part of the financial statements.



STATE OF NEW MEXICO Exhibit E
NEW MEXICO MEDICAL BOARD

Statement of Revenues and Expenditures
GAAP Basis and Actual
Year Ended June 30, 2011

General Fund

Variance with

Original Final Actual Final Budget
Approved Approved (Budgetary Positive
Budget Budget Basis) (Negative)
Revenues:

Licenses and fees $ 164,900 $ 164,900 $ 216,420 $ 51,520
Registration fees 1,110,000 1,110,000 1,193,875 83,875
Other penalties 10,000 10,000 34,550 24,550
Other fees 328,800 328,800 360,450 31,650
Other-miscellaneous 40,000 40,000 57,428 17,428
Total revenues 1,653,700 1,653,700 $ 1,862,723 $ 209,023

Prior-year funds re-budgeted - -

$ 1,653,700 $ 1,653,700

Expenditures:
General government:

Current:
Personal services and
employee benefits $ 1,043,500 $ 1,043,500 $ 873,451 $ 170,049
Contractual services 311,500 311,500 254 559 56,941
Other 298,700 298,700 256,253 42,447

Other financing uses - - - -

Total expenditures $ 1,653,700 $ 1,653,700 1,384,263 $ 269,437
Increase in prepaid expenses (1,805)
Total expenditures, Exhibit D $ 1,382,458

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

1. History and Organization

The State of New Mexico - New Mexico Medical Board (Board) was created under Laws of 1923,
Chapter 44, New Mexico Statutes Annotated. The Board is responsible for enforcing and
administering the provisions of the Medical Practice Act (Chapter 61, Article 6) NMSA 1978, the
Physician Assistant Act (61-6-7), the Anesthesiologist Assistants Act (61-6-10.1), the Genetic
Counseling Act (61-6A-1), the Polysomnography Practice Act (61-6B-1), the Impaired Physicians
Act (61-7-1) and the Naprapathic Practice Act.

The Board has the power to issue licenses to qualified physicians, to register qualified physician
assistants, to discipline incompetent or unprofessional physicians or physician assistants and to
aid in the rehabilitation of impaired physicians and physician assistants for the purpose of
protecting the public. The Board is comprised of nine persons appointed by the Governor with
the advice and consent of the Senate, to staggered terms of four years.

2. Summary of Significant Accounting Policies

The financial statements of the Board have been prepared in conformity with accounting
principles generally accepted (US GAAP) in the United States of America as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The GASB periodically updates its codification of the existing Governmental
Accounting and Financial Reporting Standards, which, along with subsequent GASB
pronouncements (Statements and Interpretations), constitutes US GAAP for governmental units.
The more significant of the Board’s accounting policies are described below.

A. Financial Reporting Entity

The Board, a nine-member group constituting an on-going entity, is the level of government
which has governance responsibilities over all activities related to professional engineers and
surveyors. The Board is not included in any other governmental “reporting entity” as defined
in Section 2100, Codification of Governmental Accounting and Financial Reporting
Standards. Even though board members are appointed by the governor, they have
decision-making authority, the power to designate management, the responsibility to
significantly influence operations and primary accountability for fiscal matters.

Included within the reporting entity is the Board as described above. There are no
component units. Other Executive Branch entities of government are excluded because they
are established separately by statutes.

B. Basic Financial Statements — GASB Statement No. 34

The basic financial statements include both government-wide (based on the Board as a
whole) and fund financial statements. The GASB No. 34 reporting model focus is on either
the Board, as a whole, or major individual funds (within the fund financial statements). Both
the government-wide and fund financial statements (within the basic financial statements)
categorize primary activities as either governmental or business type activities. The Board
has only governmental type activities. Neither fiduciary funds nor component units that are
fiduciary in nature are included in the government-wide financial statements.



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

2. Summary of Significant Accounting Policies (cont'd)

In the government-wide Statement of Net Assets, the governmental column reflects an
accrual basis of accounting, economic measurement focus resources basis, which
incorporates long-term assets as well as long-term debt and obligations. Revenues,
expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place in accordance with the
requirements of GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions. The Board has elected to apply the provisions of all relevant
pronouncements of the Financial Accounting Standards Board (FASB), including those
issued after November 30, 1989.

The government-wide Statement of Activities reflects both the gross and net cost per
functional category, which are otherwise being supported by general government revenues.
The Statement of Activities reduced gross expenses (including depreciation) by related
program revenues, operating and capital grants. The program revenues must be directly
associated with the function. The Board includes only one function (general government).

Program revenues include charges for services from license, registration and other fees.
General revenues (penalties and miscellaneous) normally cover the net cost (by function).
Historically, the previous model did not summarize or present net cost by function or activity.
This government-wide focus is more on the sustainability of the Board as an entity and the
change in aggregate financial position resulting from the activities of the fiscal period. The
fund financial statements are similar to the financial statements presented in the previous
accounting model.

The governmental fund statements are presented on a current financial resources
measurement focus and modified accrual basis of accounting. This presentation is deemed
appropriate to (a) demonstrate legal compliance, (b) demonstrate the source and use of
liquid resources, and (c) demonstrate how the Board’s actual experience conforms to the
budget or fiscal plan.

Since the governmental fund statements are presented on a different measurement focus
and basis of accounting than the government-wide statements’ governmental column, a
reconciliation is presented on the page following each statement, which briefly explains the
adjustment necessary to transform the fund based financial statements into the
governmental column on the government-wide presentation.

Net assets are restricted when constraints placed on them are either externally imposed or
are imposed by constitutional provisions or enabling legislation. Internally imposed
designations of resources are not presented as restricted net assets. When both restricted
and unrestricted resources are available or use, generally it is the Board’s policy to use
restricted resources first, then unrestricted resources, as they are needed.

C. Basis of Presentation — Fund Accounting
The financial transactions of the Board are maintained on the basis of funds, each of which is

considered a separate accounting entity. The operations of each fund are accounted for with
a separate set of self-balancing accounts that comprise its assets, liabilities, fund balances,



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

2. Summary of Significant Accounting Policies (cont'd)

C. Basis of Presentation — Fund Accounting

revenues, expenditures and other financing sources or uses. The Board does not have any
debt service requirements. The compensated absences liability is not included in the fund
financial statements. Government resources are allocated to, and accounted for, in
individual funds based upon the purpose for which they are to be spent and the means by
which spending activities are controlled.

The various funds are summarized by type and reported by generic classification in the
accompanying financial statements. The reporting model, GASB Statement No. 34, sets
forth minimum criteria for the determination of major funds based on a percentage of the
assets, liabilities, revenues or expenditures. The general fund is always considered a major
fund. The Board uses the following fund types:

GOVERNMENTAL FUND TYPES

The focus of Governmental Fund measurement (in the fund financial statements) is based
upon determination of financial position and changes in financial position (sources, uses, and
balances of financial resources) rather than upon net income. The following is a description
of the Governmental Fund types of the Board.

General Fund (SHARE Fund #446-071 — Nonreverting — Section 61-6-31 E) — The
General Fund is the general operating fund of the Board and is used to account for all
financial resources; there are no resources required to be accounted for in another fund.
The General Fund is funded primarily through license and registration fees, penalties and
miscellaneous revenue.

D. Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures or expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing
of the measurements made, regardless of the measurement focus applied. The
government-wide financial statements are presented on the accrual basis of accounting.
The governmental funds in the fund financial statements are presented on the modified
accrual basis.

Modified Accrual — All governmental funds are accounted for using the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are
recognized when susceptible to accrual; i.e., both measurable and available. “Available”
means collectible within the current period or within sixty days thereafter in order to pay
current liabilities.

The Board operates under a staggered triennial license renewal policy. Expenditures are
generally recognized under the modified accrual basis of accounting when the related liability
is incurred.

10



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

2. Summary of Significant Accounting Policies (cont'd)

E. Budgets and Budgetary Accounting

The New Mexico State Legislature makes annual appropriations to the Board. Legal
compliance is monitored through the establishment of a budget (modified accrual basis) and
a financial control system, which permits a budget to actual expenditure comparison.
Expenditures may not legally exceed appropriations for each budget at the appropriation unit
level.

Budgeted appropriation unit amounts may be amended upon approval from the Budget
Division of the State of New Mexico Department of Finance and Administration within the
limitations as specified in the General Appropriation Act. The budget amounts shown in the
financial statements are both the original appropriation and the final authorized amounts as
legally revised during the year.

The Board follows these procedures in establishing the budgetary data reflected in the
financial statements:

1. By September 1%, the Board prepares a budget request by appropriation unit to be
presented to the next legislature.

2. The appropriation request is submitted to the Department of Finance and
Administration’s Budget Division (DFA) and to the Legislative Finance Committee
(LFC).

3. DFA makes recommendations and adjustments to the appropriation request which

become the Governor’s proposal to the Legislature.

4, LFC holds hearings on the appropriation request, also submitting recommendations
and adjustments before presentation to the Legislature.

5. Both the DFA’s and LFC’s recommended appropriation proposals are presented to
the Legislature for approval of the final budget plan.

6. Budgetary control is exercised at the appropriation unit level of the Board as a whole
and changes are approved by the DFA.

7. The Board’s budget for the fiscal year ended June 30, 2011 was not amended but
would have been allowed in a legally permissible manner by appropriating prior-year
cash balances and increasing appropriation units as the need arose during the fiscal
year.

8. Appropriations lapse at the end of the fiscal year except for those amounts related to

goods and services received by June 30" which are reflected as accounts payable in
the financial statements.

11



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

2. Summary of Significant Accounting Policies (cont'd)

F. Budgets and Budgetary Accounting

9. The budget for the General Fund is adopted on a modified accrual basis per the
General Appropriation Act, Laws of 2010, except for accounts payable accrued at the
end of the fiscal year that do not get paid by the statutory deadline (Section 6-10-4
NMSA 1978) that must be paid out of the next year's budget. For the fiscal year
ended June 30, 2011, the Board had no such payables. Therefore, there are no
differences between the budget basis and fund financial statements. Both are
reported on the modified accrual basis.

In accordance with the requirements of Section 2.2.2.10, A(2)(b) of 2.2.2 NMAC
Requirements for Contracting and Conducting Audits of Agencies and the allowance made
by GASB 34, footnote 53, the budgetary comparison statement has been included as a part
of the basic financial statements.

G. Interest in State General Fund Investment Pool

The Board has defined cash and cash equivalents to include the Interest in State General
Fund Investment Pool with the State Treasurer.

H. Receivables

Receivables consist of amounts due from employees for under withheld RHC contributions.
No allowance for doubtful accounts is established since all amounts are expected to be
collected in the subsequent fiscal year.

I. Capital Assets

Capital assets are tangible assets that are used in operations and that have initial useful
lives that extend beyond a single reporting period. Capital assets are reported in the
Statement of Net Assets at historical cost or estimated fair value, if donated. Capital assets
are depreciated using the straight-line method over their estimated useful lives. Before the
2005 legislative session, only items costing more than $1,000 were capitalized.

Effective June 19, 2005, House Bill 1074 amended Section 12-6-10, NMSA 1978, to
increase the capitalization threshold to items costing more than $5,000. Repairs and
maintenance expenses are charged to operations when incurred and major betterments and
replacements are capitalized. Computer software which is purchased with data processing
computer equipment is included as part of the capitalized data processing computer
equipment in accordance with 2.20.1.9 C (5). Other software purchased is capitalized and
depreciated separately.

The major classifications of capital assets and their related depreciable lives are as follows:

Data processing (including software) 5 years
Machinery and equipment 6 years
Furniture and fixtures 7 years

12



STATE OF NEW MEXICO
NEW MEXICO MEDICAL BOARD

Notes to Financial Statements
June 30, 2011

2. Summary of Significant Accounting Policies (cont'd)

J. Accrued Compensated Absences

Employees are entitled to accumulate annual leave at a rate based on appointment date and
length of continuous service. A maximum of 240 hours of annual leave may be carried
forward after the pay period beginning in December and ending in January. When
employees terminate, they are compensated at their current hourly rate for accumulated
unpaid annual leave as of the date of termination, up to a maximum of 240 hours.

Employees are entitled to accumulate sick leave at a rate of 3.69 hours per pay period.
There is no limit to the amount of sick leave which an employee may accumulate. State
agencies are allowed to pay fifty (50) percent of each employee’s hourly rate for
accumulated sick leave over 600 hours up to 120 hours. Payment may be made only once
per fiscal year at a specified pay period in either January or July. In accordance with GASB
16, accrued compensated absences consist of accumulated annual leave and related salary
payments (employers’ matching FICA and Medicare payroll taxes).

The compensated absences liability is presented in two parts, a current portion and long-
term portion, in the government-wide financial statements. The current portion is the amount
expected to be expended during fiscal year 2012 and is an estimate management
determined by fiscal year 2011 usage. Based on this estimate, for the year ended June 30,
2011, there is a current portion ($34,000) of the compensated absences liability and a long-
term portion ($14,825).

K. Net Assets

The government-wide financial statements utilize a net asset presentation. Net assets
are categorized as invested in capital assets (net of related debt, if applicable), restricted
and unrestricted.

Investment in capital assets (net of related debt) — is intended to reflect the portion of net
assets which are associated with capital assets less outstanding capital asset related
debt. The Board has no debt related to capital assets.

Restricted net assets — are net assets (generated from revenues and not bond
proceeds), which have third-party (statutory, bond covenant or granting agency)
limitations on their use.

Unrestricted net assets — are net assets that do not have third-party (statutory, bond
covenant or granting agency) limitations on their use.

L. Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect

certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.
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Interest in State General Fund Investment Pool

Interest in State General Fund Investment Pool of the Board at June 30, 2011:

Account Balance

Name of Account Agency and Financial
Depository Name Number Fund # Statement Balance
State NM Medical
Treasurer Board 446 071 $ 1,510,285

All funds are on deposit with the State Treasurer in the State General Fund Investment Pool
(SGFIP). In general, state statutes require that all deposits held by the State Treasurer be
collateralized at a minimum level of 50 percent. Collateral pledged to secure these deposits
is monitored by the State Treasurer's Office (STO). The STO issues separate financial
statements that disclose the collateral pledged to secure these deposits. The State
Treasurer has the power to invest money held in demand deposits and not immediately needed
for the operation of state government in securities in accordance with Sections 6-10-10 | through
P, NMSA 1978 as amended. The State Treasurer with the advice and consent of the state
board of finance can invest money held in demand deposits and investments not immediately
needed for the operation of state government in:

(a) Securities issued by the United States (U.S.) government or by its departments or
agencies and direct obligations of the U.S. or are backed by the full faith and credit of the
U.S. government or agencies sponsored by the U.S. government;

(b) Contracts for the present purchase and resale at a specified time in the future, not to
exceed one year or, in the case of bond proceeds, not to exceed three years, of specific
securities at specified prices at a price differential representing the interest income to be
earned by the state. No such contract shall be invested in unless the contract is fully
secured by obligations of the United States of other securities backed by the United
States having a market value of at least one hundred two percent of the amount of the
contract. The securities required as collateral shall be delivered to a third-party
custodian bank and delivery shall be made simultaneously with the transfer, no later than
the same day the funds are transferred. The contracting bank, brokerage firm or
institutional investor must have a net worth in excess of five hundred million dollars.

(c) Contracts for the temporary exchange of state-owned securities for the use of broker-
dealers, banks or other recognized institutional investors in securities, for periods not to
exceed one year for a specified fee rate. No such contract shall be invested in unless
the contract is fully secured by exchange of an irrevocable letter of credit running to the
state, cash or equivalent collateral of at least one hundred two percent of the market
value of the securities plus accrued interest temporarily exchanged. The collateral
required for either of the forms of investment in sections (b) and (c) shall be delivered to
the fiscal agent of New Mexico or its designee contemporaneously with the transfer of
funds or delivery of the securities at the earliest time industry practice permits, but
in all cases, settlement shall be on the a same-day basis. Neither of the contracts in (b)
or (c) shall be invested in unless the contracting bank, brokerage firm or recognized
institutional investor has a net worth in excess of five hundred million dollars.
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Notes to Financial Statements
June 30, 2011

3.

Interest in State General Fund Investment Pool (cont'd)

(d) Any of the following investments in an amount not to exceed forty percent of any fund
that the state treasurer invests:

(1) commercial paper rated “prime” quality by a national rating service, issued by
corporations organized and operating within the U.S.;

(2) medium-term notes and corporate notes with a maturity not exceeding five years that
are rated A or its equivalent or better by a nationally recognized rating service and that
are issued by a corporation organized and operating in the U.S.; or

(3) an asset-backed obligation with a maturity not exceeding five years that is rated AAA
or its equivalent by a nationally recognized rating service.

(e) Shares of a diversified investment company registered pursuant to the federal
Investment Company Act of 1940 that invests in U.S. fixed income securities or debt
instruments authorized pursuant to (a), (b), and (d) above provided that the investment
company has total assets under management of at least one billion dollars and the
investments made by the State Treasurer pursuant to this paragraph are less than five
percent of the assets of the investment company; or

(f) Individual, common or collective trust funds of banks or trust companies that invest in
U.S. fixed income securities or debt instruments authorized pursuant to (a), (b), and (d)
above, provided that the investment manager has assets under management of at least
one billion dollars and the investments made by the state treasurer pursuant to this
paragraph are less than five percent of the assets of the individual, common or collective
trust fund.

Public funds to be invested in negotiable securities or loans to financial institutions fully secured
by negotiable securities at current market value shall not be paid out unless there is a
contemporaneous transfer of the securities at the earliest time industry practice permits, but
in all cases, settlement shall be on a same-day basis either by physical delivery or, in the case of
uncertificated securities, by appropriate book entry on the books of the issuer, to the purchaser
or to a reputable third-party safekeeping financial institution acting as agent or trustee for the
purchaser, which agent or trustee shall furnish timely confirmation to the purchaser.

For additional disclosure information regarding the investment in the State Treasurer's GFIP, the
reader should see the separate audit report for the State Treasurer’s Office for the fiscal year
ended June 30, 2011, review the State Treasurer's Investment Policy at
http://www.stonm.org/ReportsandPolicies/Policies, and review Sections 2.60.4.1 through
2.60.4.15 of the New Mexico Administrative Code, regarding Investment of Deposits of Public
Funds Depository Bank Requirements, Collateral Level Requirements, and Custodial Bank
Requirements.
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Notes to Financial Statements
June 30, 2011

4. Changes in Capital Assets

A summary of changes in capital assets is as follows:

Balance Balance

7/1/10 Additions Retirements 6/30/11
Machinery and equipment $ 13,850 $ - $ - $ 13,850
Accumulated depreciation (13,850) - - (13,850)
Data processing equipment 135,795 - - 135,795
Accumulated depreciation (135,795) - - (135,795)
Furniture and fixtures 36,349 - - 36,349
Accumulated depreciation (36,349) - - (36,349)
Totals $ - $ - $ - $ -

There is no debt related to capital assets. There was no depreciation expense for the year.

5. Changes in Long-Term Debt

A summary of changes in long-term debt is as follows:

Amount
Balance Balance Due Within
7/1/10 Additions Reductions 6/30/11 One Year
Compensated Absences Payable $ 42,862 $ 39,676 $ (33,713) $ 48,825 $ 34,000

The Board's general fund is used to pay compensated absences. The long-term portion of
compensated absences payable is $14,825.

6. Due to Other State Agencies

Due to other state agencies in the amount of $9,679 results from an intergovernmental
professional services agreement between the Board and the New Mexico Department of Public
Safety (NMDPS). Sections 16.10.9.8 and 16.10.9.9 NMAC authorizes the Board to assess
nationwide and statewide criminal history screening (fingerprinting) fees for physicians and
physician assistants. Under the agreement, the Board collects such fees and gross receipts
taxes and is required to submit them to the NMDPS and Taxation and Revenue Department.

7. Fund Balances

The GASB issued Statement 54 Fund Balance Reporting and Governmental Fund Type
Definitions. In the governmental fund financial statements, fund balances are classified as
nonspendable, restricted, or unrestricted (committed, assigned, or unassigned).

Restricted represents those portions of fund balance where constraints placed on the resources
are either externally imposed or imposed by law through constitutional provisions or enabling
legislation. Committed fund balance represents amounts that can only be used for specific
purposes pursuant to constraints imposed by formal action of the Legislative and Executive
branches of the State. Assigned fund balance is constrained by the Legislature’s and Executive
Branch’s intent to be used for specific purposes or in some cases by legislation.
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7.

10.

Fund Balances (cont'd)

Currently, the Board has nonspendable fund balance for prepaid expenses in the amount of
$11,758 and restricted for Medical Board fund expenses of $1,427,457.

Operating Leases

During FY 2005, the Board entered into a ten-year agreement for lease of office and parking
space, with a monthly payment of $9,167. The term of the lease is from November 1, 2004 to
October 31, 2014. There are two five year option periods available for renewal. The escalation
rate is 2%. For FY11, the monthly rate started at $10,121 and increased to $10,323. The Board
also leases a copier at $304 per month and a postage meter at $135 per quarter. Future
minimum lease payments are as follows:

Year Ended June 30 Amount
2012 $ 129,173
2013 131,684
2014 131,967
2015 43,820
Thereafter -

$ 436,644

Total lease expenditures for the year ended June 30, 2011 amounted to $125,558.

Prior Period Adjustment

Beginning fund balance and net assets were restated due to the following:

Correction of amount originally recorded in prior year as
accounts payble and expenditures $ 274

PERA Pension Plan

Plan Description. Substantially all of the State of New Mexico, New Mexico Medical Board's full
time employees participate in a public employee retirement system authorized under the Public
Employees’ Retirement Act (Chapter 10, Article 11, NMSA 1978). The Public Employees’
Retirement Association (PERA) is the administrator of the plan, which is a cost-sharing multiple-
employer defined benefit retirement plan. The plan provides for retirement benefits, disability
benefits, survivor benefits and cost-of-living adjustments to plan members and beneficiaries.
PERA issues a separate, publicly available financial report that includes financial statements and
required supplementary information for the plan. That report may be obtained by writing to
PERA, P. O. Box 2123, Santa Fe, New Mexico 87504-2123. The report is also available on
PERA’s website at www.pera.state.nm.us.

Funding Policy. Plan members are required to contribute from 4.0% to 16.65% depending on
the plan —i.e., state general, state hazardous duty, state police and adult correctional officers,
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10.

11.

PERA Pension Plan (cont'd)

municipal general, municipal police, municipal fire, municipal detention officer of their gross
salary. Employers are required to contribute from 7.0% to 25.72% depending on the plan of the
gross covered salary. The contribution requirements of plan members and the New Mexico
Medical Board are established in State statute under Chapter 10, Article 11, NMSA 1978.

The requirements may be amended by acts of the legislature. The Board’s contributions to
PERA for the fiscal years ended June 30, 2011, 2010 and 2009 were $89,225, $102,955, and
$114,962 respectively, equal to the amount of the required contributions for each fiscal year.

Post-Employment Benefits

Plan Description. The State of New Mexico, New Mexico Medical Board contributes to the New
Mexico Retiree Health Care Fund, a cost-sharing multiple-employer defined benefit post
employment healthcare plan administered by the New Mexico Retiree Health Care Authority
(RCHA). The RCHA provides health care insurance and prescription drug benefits to retired
employees of participating New Mexico government agencies, their spouses, dependents, and
surviving spouses and dependents. The RHCA Board was established by the Retiree Health
Care Act (Chapter 10, Article 7C, NMSA 1978). The Board is responsible for establishing and
amending benefit provisions of the healthcare plan and is also authorized to designate optional
and/or voluntary benefits like dental, vision, supplemental life insurance, and long-term care
policies.

Eligible retirees are: 1) retirees who make contributions to the fund for at least five years prior to
retirement and whose eligible employer during that period of time made contributions as a
participant in the RHCA plan on the person’s behalf, unless that person retires before the
employer's NMRHCA effective date, in which event the time period required for employee and
employer contributions shall become the period of time between the employer’s effective date
and the date of retirement; 2) retirees defined by the Act who retired prior to July 1, 1990; 3)
former legislators who served at least two years; and 4) former governing authority members
who served at least four years.

The RCHA issues a publicly available stand-alone financial report that includes financial
statements and required supplementary information for the post employment healthcare plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Carlisle Blvd., NE, Suite 104, Albuquerque, New Mexico 87107.

Funding Policy. The Retiree Health Care Act (Section 10-7C-13 NMSA 1978) authorizes the
RHCA Board to establish the monthly premium contributions that retirees are required to pay for
healthcare benefits. Each participating retiree pays a monthly premium according to a service
based subsidy rate schedule for medical plus basic life plan and an additional participation fee of
five dollars if the eligible participant retired prior to the employer's RHCA effective date or is a
former legislator or former governing authority member. Former legislators and governing
authority members are required to pay 100% of the insurance premium to cover their claims and
the administrative expenses of the plan. The monthly premium rate schedule can be obtained
from the RHCA or viewed on their website at www.nmrcha.state.nm.us.
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11.

12.

13.

Post-Employment Benefits (cont'd)

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that
establishes the required contributions of participating employers and their employees. The
statute requires each participating employer to contribute 1.3% of each participating employee’s
annual salary; each participating employee is required to contribute .65% of their salary. In the
fiscal years ending June 30, 2012 through June 30, 2013, the contribution rates for employees
and employers will rise as follows:

For employees who are not members of an enhanced retirement plan (police, firefighters,
municipal detention officers, or Judicial Retirement Act participants) the contribution rates will be:

Fiscal Year Employer Contribution Rate Employee Contribution Rate
FY12 1.834% 917%
FY13 2.000% 1.000%

Also, employers joining the program after 1/1/98 are also required to make a surplus-amount
contribution to the RCHA based on one of two formulas at agreed-upon intervals. The RCHA
plan is financed on a pay-as-you-go basis. The employer, employee and retiree contributions
are required to be remitted to the RCHA on a monthly basis. The statutory requirements for the
contributions can be changed by the New Mexico State Legislature. The Board’s contributions
to the RCHA for the fiscal years ended June 30, 2011, 2010 and 2009 were $9,795, $8,197 and
$7,301, respectively, which equal the required contributions for each fiscal year.

Risk Management and Litigation

The Board is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
Section 15-7-2 NMSA 1978 requires the General Services Department, Risk Management
Division (RMD) to be responsible for the acquisition and administration of all insurance
purchased by the state. Since 1977, various state statutes have been passed which allow RMD
to insure, self-insure or use a combination of both. For the past several years, the RMD has
elected to self-insure and has not obtained liability coverage from commercial insurance
companies. The RMD has effectively managed risk through various employee education and
prevention programs. Risk management expenditures for the Board are accounted for in the
general fund. Any claims are processed through RMD. There are no pending or known
threatened legal proceedings involving material matters to which the Board is a party.

Subsequent Event

Laws of 2011, Chapter 31 (House Bill 107, as amended), assigned the duties of the Naprapathic
Practice Board to the New Mexico Medical. On July 1, 2011, all functions, appropriations,
money, records, furniture, equipment, other property and contractual obligations of the
Naprapathic Practice Board were transferred to the New Mexico Medical Board. Included in the
transfer was approximately $41,500 of Interest in the State General Fund Investment Pool.
Naprapathic practice includes the diagnosis and treatment of persons with connective tissue
disorders through the use of special techniques, review of case history, examination and
palpation or treatment of a person. Naprapathic practice does not include surgery, acupuncture,
Chinese herbal medicine, pharmacology, or invasive diagnostic testing.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS

Steven Weiner, M.D., Chairman
New Mexico Medical Board

and
Honorable Hector H. Balderas
New Mexico State Auditor
Santa Fe, New Mexico

We have audited the financial statements of the governmental activities, the major fund, and the
budgetary comparison statement for the General Fund of the New Mexico Medical Board
(Board) as of and for the year ended June 30, 2011, and have issued our report thereon dated
November 9, 2011. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

The Board’s management is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered the Board's internal
control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Board’s internal control over financial reporting. Accordingly,
we do not express an opinion on the effectiveness of the Board’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect, and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented or detected and
corrected on a timely basis.

website: www.mgandc.com ¢ e-mail: cpas@mgandc.com
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance and other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of management, Office of the State
Auditor, the New Mexico State Legislature and its committees and the New Mexico Department
of Finance and Administration and is not intended to be and should not be used by anyone
other than these specified parties.

JNacio, W lo, CP4s P C.

Macias, Gutierrez & Co., CPAs, P.C.
Espanola, New Mexico
November 9, 2011
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Schedule of Findings and Responses
June 30, 2011

Type
of
Finding *
Current Year Findings:
None N/A
Follow-up on Prior Year Findings:
None N/A

* Legend for Current Year Findings:

moow2

Material Weakness in Internal Control Over Financial Reporting

Prior Current
Year Year
Finding Finding
Number Number
N/A N/A
N/A N/A

Significant Deficiency in Internal Control Over Financial Reporting

Other Matters involving Internal Control Over Financial Reporting

Material Instance of Noncompliance
Immaterial Instance of Noncompliance
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Exit Conference
June 30, 2011

Financial Statement Preparation

The financial statements and notes to the financial statements were prepared by the
independent certified public accountants performing the audit. Management is responsible for
ensuring that the books and records adequately support the preparation of financial statements
in accordance with accounting principles generally accepted in the United States of America
and that the records are current and in balance. Management has reviewed and approved the
financial statements and notes to the financial statements.

* k k% %

EXIT CONFERENCE

The financial statements and the auditors’ reports were discussed at an exit conference held on
December 7, 2011 with the following in attendance:

New Mexico Medical Board

Steven Weiner, MD, Board Chairman

Lynn S. Hart, Executive Director

Gayle Mascarenas, new CFO, effective November 1, 2011
Audit Firm

James R. (Jim) Macias, CPA
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